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REGULATI ONS PERTAI NI NG TO CLERI CAL ACTI VI TI ES,
ACTI VI TI ES | NVOLVI NG CLERI CAL CHANGES TO | NSURANCE
PCLI CI ES, AND | NDI RECT MARKETI NG AND SERVI Cl NG
SUPPCORT ACTI VI TI ES EXEMPT FROM | NSURANCE PRODUCER
L1 CENSURE.

| NTRODUCTI ON

Assenbly Bill 393, Chapter 321, Statutes of 2000, anended the

regul atory and licensing schene for insurance agents/brokers. Under
California Insurance Code (“CIC") Sections 1631 and 1635, as anended
by AB 393, persons cannot solicit, negotiate, or effect contracts of
i nsurance unless licensed by the Conm ssioner to act in such
capacities.

Cl C Section 1635 specifies certain exenptions frominsurance

agent/ broker licensure. CC Section 1635, subdivision (l), added by
AB 393, states that l|licensure as insurance producers is not required
for insurer or producer officers, directors or enployees whose
executive, admnistrative, managerial or clerical activities are
indirectly related to soliciting, negotiating or effecting the sale
of insurance. Subdivision (m of CIC Section 1635, also added by AB
393, states that licensure as insurance producers is not required
for enpl oyees whose activities are |imted to making clerical
changes to existing insurance policies or providing indirect

mar keti ng and servicing support to determ ne general interest in

i nsurance products.

New regul ati on Sections 2193, 2193.1, 2193.2 and 2193. 3 inpl enment,

interpret, and nmake specific the provisions of CIC Sections 1631 and
1635(1) and (m.

SPECI FI C PURPOSE AND REASONABLE NECESSI TY FOR REGULATI ONS

The specific purpose for these regul ations, and the rationale for
t he Conmmi ssioner’s determ nation that these regul ations are
reasonably necessary to carry out the purposes for which they are
proposed is set forth bel ow



Section 2193: Definitions

Section 2193 sets forth two definitions for Article 10, which w |
provide the activities exenpt fromlicensure by the Commi ssioner as
i nsurance producers — agents, brokers or solicitors — under Chapter
5, Part 2, Division 1 of the CIC. “Licensee” is defined to nean

t hose persons licensed by the Conm ssioner to act as insurance
producers under Insurance Code Sections 1621 through 1624.
Conversely, “unlicensed person” is defined to nmean a person not so
| i censed.

These definitions are needed to nake clear and sinplify the | anguage
of the new |license exenption regul ations and to convey to persons
subj ect to, inplenmenting the regul ations and readi ng the

regul ations, the neaning of the regul ations.

Section 2193.1: Cerical Activities Exenpt From | nsurance Producer
Li censi ng

ClI C Section 1635(1) states that insurance producer |licensure is not
required for insurer or producer officers, directors or enpl oyees
whose executive, adm nistrative, managerial or clerical activities
are indirectly related to soliciting, negotiating or effecting the
sal e of insurance. New Section 2193.1 provides those clerica
activities indirectly related to the solicitation, negotiation or
effecting sale of insurance exenpt fromlicensure.

Under Section 2193.1 clerical activities exenpt fromlicensure include,
but are not limted to: distribution of brochures, business cards, or
ot her general information advertising insurers, insurance agencies, or
i nsurance products, services or pronptions; preparing insurance
coverage applications; obtaining information from persons other than
the insureds or applicants for coverage; and, preparation of insurance
rel ated docunentation under the supervision of producer |icensees and
for the review and signature of |icensees.

This regulation is needed to specify clerical activities that can be
performed by insurer or producer personnel wthout the necessity for
licensure, as provided in CIC Sections 1631 and 1635. The activities
provided in the regulation are clerical or mnisterial in nature,
and do not include analysis, giving advice or making recomendati ons
as to insurance contracts or terns of contracts. These activities,
due to their clerical or mnisterial nature, are not considered to
be soliciting, negotiating or effecting the sale of insurance, and,
therefore should be exenpt fromlicensure. This regulation is also
needed to conply with the direction in Section 8 of AB 393 that the
Comm ssi oner adopt regulations to inplenment ClC Section 1635.
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Section 2193.2: Activities Involving Cerical Changes to | nsurance
Policies and Indirect Marketing and Servicing Support Exenpt From
| nsurance Producer Licensing

Cl C Section 1635(m states that insurance producer |icensure i s not
requi red for enployees whose activities are limted to naking clerical
changes to existing insurance policies or providing indirect marketing
and servicing support to determ ne general interest in insurance
products.

Under Section 2193.2 the activities exenpt frominsurance producer

i censure invol ving maki ng changes to existing insurance policies or
provi ding indirect insurance marketing and servicing support include
but are not limted to: dissem nation of insurance buyers’ guides,
coverage applications, and other forns in response to consumner

requests; receiving or recording information from custoners; scheduling
appoi ntnments with producer |icensees; conmmunicating with custoners to
obtain factual information requested by producer |icensees; accepting

i nsurance premuns to deliver to producer |icensees; receiving and
recording insureds’ requests for additions or deletions to existing
policies and preparing endorsenent forns for the signatures of producer
|icensees; informng insureds, in response to their inquiries, as to
existing policy information, including financial limts, prem um

bal ances due, and effective coverages; answering the tel ephone,

recei ving faxes and other general secretarial or admi nistrative
functions; and, foreign | anguage transl ati on between producer |icensees
and cust oners.

This regulation is needed to specify activities limted to nmaking
clerical changes to existing insurance policies or providing indirect
mar keti ng and servicing support to determ ne general interest in

i nsurance products that can be performed by insurer or producer
personnel w thout the necessity for licensure, as provided in CIC
Sections 1631 and 1635. The activities provided in the regulation are
clerical or mnisterial in nature, and do not include analysis, giving
advi ce or nmaki ng recomendations as to insurance contracts or terns of
contracts. These activities, due to their clerical or mnisterial
nature, are not considered to be soliciting, negotiating or effecting
the sale of insurance, and, therefore should be exenpt fromlicensure.
This regulation is also needed to conmply with the direction in Section
8 of AB 393 that the Conm ssioner adopt regulations to inplement C C
Section 1635.

Section 2193.3: Activities Requiring Licensure as an | nsurance
Pr oducer

Cl C Section 1631 provides that persons cannot solicit, negotiate or
ef fect insurance contracts, or act in the capacities of insurance
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agents, life agents, insurance brokers or insurance solicitors,
unl ess |icensed by the Comm ssioner to act in such capacities.

New Section 2193.3 inplenents CIC Sections 1631 and 1635 by stating
those activities which are not exenpt fromlicensure because they
are directly related to the solicitation, negotiation or effecting
the sal e of insurance.

The activities for which insurance producer |icenses required are:
explaining or interpreting, and offering of opinions or
recommendati ons on, insurance coverages, exposures, limts,

prem uns, rates, deductibles, paynent plans, or other insurance
contract terns; recommendi ng, advising or urging custoners to
purchase particular insurance policies or to insure with particul ar
conpani es or insurers; and, binding insurance coverages.

This regulation is needed to specify activities requiring |licensure
as an insurance producer, as provided in CC Sections 1631 and 1635.
The activities provided in the regulation include anal ysis,
interpreting, describing, giving advice or making recomendati ons as
to insurance contracts or terns of contracts. These activities are
directly related to the soliciting, negotiating or effecting the
sale of insurance. This regulation is also needed to conply with
the direction in Section 8 of AB 393 that the Comm ssioner adopt
regul ations to i nplenent Cl C Section 1635.

| DENTI FI CATI ON OF STUDI ES

There are no specific studies relied upon in the adoption of Article
10, Sections 2193 through 2193. 3.

SPECI FI C TECHNOLOG ES OR EQUI PMENT

Adoption of these regul ati ons woul d not mandate the use of specific
t echnol ogi es or equi pnent.

REASONABLE ALTERNATI VES TO THE REGULATI ONS

No alternatives were considered by the Conmm ssioner. AB 393,
Section 8, requires the adoption of regulations to inplenent it.

ECONOM C | MPACT ON BUSI NESS

The Comm ssioner has made an initial determ nation that the
regul ati ons may not have a significant adverse econom c inpact on
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busi ness. AB 393, Section 8 requires the adoption of regul ations
pertaining to exenptions frominsurance agent/broker |icensure, and
any econom c inpact, therefore, stens fromthe enactnent of that
nmeasure. The Conmi ssioner believes that in clarifying the
exenptions and i nplementing AB 393 there may be additional costs to
sone entities due to their enployees becom ng |licensed as insurance
producers, but also that sone other entities may realize cost

savi ngs because fewer of their enployees may need to be |icensed.
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